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TO:ADMINISTRATOR 4. PROPOSED EFFECTIVE.DATE 
HEALTH CARE FINANCING ADMINISTRATION 
DEPARTMENTOF HEALTH AND HUMANSERVICES flay 4 ,  2004 

5. TYPE OF PLAN MATERIAL (Check One): 

0 NEW STATE PLAN 0 AMENDMENT BE CONSIDEREDTO NEW PLAN AMENDMENT 

COMPLETE BLOCKS6 THRU 10 IF THIS ISAN AMENDMENT separate Transmittaleach amendment) 
6. FEDERAL STATUTE/REGULATION CITATION: 7. FEDERAL BUDGET IMPACT 

a. FPI 2003 -$ -0
42 CFR Par t  430 b. FIT 2004 -$ -0

8. PAGE NUMBER OF THE PLAN SECTION OR attachment 9. PAGE NUMBER OF THE. SUPERSEDED PLAN SECTION 
OR attachment applicable 

Please see attached listing Please see attached 1 i s t i n g  

I 
10. SUBJECT OF AMENDMENT 

The Arkansas Title X I X  State Plan has been amended to change HCFA to CMS and make other 
minor corrections t o  be consistentwith current policies. 

11. GOVERNORS REVIEW (Check One): 

GOVERNORS OFFICE REPORTEDNOCOMMENT 
0 COMMENTSOF GOVERNORS OFFICE ENCLOSED 

within 45 DAYS OF submittal 

14. TITLE: 
Director,Division of Medical Services 

15.0 TE U I ITkhlf w. % 

0 OTHER,AS SPECIFIED: 

16. RETURN TO: 
Div i  s i  on ' s f  Medical Services 
P. 0 .  Box 1437 
L i t t l e  Rock, A R  72203-1437 

A t t e n t i o n :  	 Joie Wallis 
S l o t  S295 

FORM HCFA-179 (07-92) instructions on Back 
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MEDICALASSISTANCEPROGRAM 
STAT� ARKANSAS 

methodsAND STANDARDS FOR establishingpayment RATES -

INFATENT HOSPITAL SERVICES Revised : May 1,2004 


1. inpatient Hospital services continued 

Arkansas' method of reimbursing malpractice insurancewill be a simple calculation made outsidethe cost 

report and the result added back on to the Medicaid settlement pageof the report The calculation would 

apply a Medicaid utilization factor basedon cost to the portion of total malpractice expense (91.5%) which 

is reimbursed for Medicare on worksheet D-8of thc cost report. The remaining 8.5% remains on worksheet 

A of thc cost report and flows through to be reimbursed like any other administrative cost. The final result 

would be to reimburse malpractice for Medicaid as though all malpractice expense remained on worksheet 

A and simply flowed through the costreport. 

For those hospitals determined as m a l  hospitals as of January 1, 1989,the base period for determination of 

TEFRA limits will be the first full cost reporting period beginning on or after January 1, 1989 - inflation 

index based on Medicareprinciples(the CLMS Market Basket Index or the: Congressional Set Inflation 

Factor). 

For a l l  other Arkansas acute care hospitals, with the exception of Pediatric hospitals and Arkansas Stare 

Operated Teaching Hospitals, the baseperiod for determination of TEFRA limits will be the first full cost 

reporting period beginning on or after July 1, 1991. The inflation Index based on Medicare principles(the 

CMS Market Basket Index or the Congressional Set Inflation Factor)ndl be applied beginning the first year 

after the base year. Thereafter, the TEFRA limit will be updated annually using the CMS Market basket 

Index or the Congressional Set Inflation Factor. 



Hospital (Continued)I .  Inpatient Services 
9: 

pediatric hospitals (Continued) 

(a) extraordinary Circumstances. The hospitalmustdemonstratetothe State 
that it incurred increasedcosts (ih either a cost reporring period subjectto 

hospital's period)the ceiling or the base due to extraordinary 
circumstancesbeyond its control. These circumstancesinclude,but are 
notlimited to strikes, fire earthquakes, floods or similar u n u s u a l  
occurrences with substantial cost effects.For the above circumstances, the 
TEFU limit would be waived for the cost reporting period in which the 
extraordinary circumstances occurred.The 'E�" limit would be applied 
for the next cost reporting period with the ( : m a t  inflation factor and the 
precedingyear's inflation factor applied. 

cb) 	 Changesin Case Mix.Thehospital has adtied or discontinuedservices in 
a year after its base period or has experienced a change in case mix. Also, 
the addition or discontinuation of a new hospital unit(s) such as, but not 
limited to, a new burn unit or psychiatric unit could resultin a change in 
case mix. The hospital must demonstrate lo the State thar the change in 
case mix resulted in a distortionin the rate of cost increase and the hospital 
must submit data to the State summarizing thc case mix changes and the 
resultingchanges in costs. TheTEFRA limit will be adjusted to reflect the 
increase in cost for the year that the change in case mix occurred. 

1.b. 	 The: medicaid per diem will  bc subject to rate of increase granted under Medicare to PPS 
exempt hospitals. 

1.c. 	 If the provider does not qualify or apply for the exception, thc base period (TEFRA year 
will be the initial costreporting period when thehospital emrolled as a pediatric hospitalin 
the Arkansas Medicaid Program. The inflation index based on Medicare principles (the 
CMS Market BasketIndex or the Congressional set inflation factor) would be applied 
beginningthe first yearafter thc baseyear. 

1.d. 	 Physicians/Administrative/Teachers will beincludedin costs as recognized by Medican: 
reimbursement principles. 



METHODS AND STANDARDS FOR ESTABLISHINGPAYMENT RATES 

inpatient HOSPITAL SERVICES revised May 1, 2004 


1. Inpatient HospitalServices (Continued) 

Arkansas State Operated teaching Hospitals (Continued) 

(b) 	 Effective with cost reportingperiodsbeginning on or aha- July 1, 1993, direct medical 
education costs, including graduate medical education,will be reimbursed usingthe Medicare 
r u l e s  published inthi FederalRegister dated September29,1989. o n l y  exception to the 
above medicare rule &I1 be the inclusion of nursery cost in the calculation of the cast per 
resident for Medicaid and the State will include nursery days for the allocation of cost to 
Medicaid. The State will use the Medicare base year for the purpose of calculatingthe State 
Operated Teaching Hospitals direct graduatemedia1 education payments. 

effective for cost reporting periods beginningonor after January 1,1997,Arkansas Medicaid 
will begin excluding graduate medical education (GME)cost from the interim rate. A 
separate payment for GME reimbursement will be made quarterly and will  be calculated 
based on the number of paid days for thatquarter,arrived from the Medicaid Management 
Information System, multiplied by the GME reimbursement per day determined by the 
previous cost reporting period.A reimbursement settlement for GME will be made at the 
time the cost settlements are processed.Thc GME reimbursementwill be calculated using the 
Medicare r u l e s  published in thc federal Register dated September 29, 1989. The only 
exception to the above Medicarerules will bethe inclusion ofnursery costin the calculation 
of the cost p a  resident for Medicaid andthe Statewill indude nursery days for the allocation 
of cost to Medicaid. The State will use the Medicare baseyear for the purpose of calculating 
the State Operated Teaching Hospitals direct graduate medical educationpayments. CME 
payments will not bc subject to the upper limit. 

(c) 	 The base period for the determination of the TEFRA limit will be current year which is the 
fiscal yearendingimmediately prior tothefirst period this change goes into effect 
EXAMPLE: The University of Arkansas for Medical sciences (UAMS) base period for 
determination of TEFRA limits will be fiscal year ending June 30, 1989. Only inpatient 
operating costs are subject to the limit. 

ArkansasMedicaid willuse the CMS Market Basket Index or the Congressional Set Inflation 
Factor for hospitalsnot subject to the Medicare prospective payment system. 

Effective for cost reportingperiods ending on or after June 30, 2000, the TEFR4 rate of 
increase limit will no longerbe appliedto Arkansas State Operated Teaching Hospitals. 



2. disproportionate Share Payment (Continued) 

Rate Anpeal Process 

participating hospitalsare provided the following mechanism to appealtheirdisproportionate share 


eligibility and/orrate. 


A. A11 hospitals will be notified of their eligibility status for the disproportionateshare paymentand of 


this disproportionate rue, by certified mail. A hospital administratormay request reconsideration 

of a program decision m e d i c a l  Services.by writing to the Assistant Director, Division 
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medical ASSISTANCE PROGRAM Page 22 
STATE ARKANSAS 

METHODS AND STANDARDSFOR ESTABLISHING PAYMENT RATES 

inpatient hospital SERVICES Revised: May 1,2004 


3. Additional ShareDisproportionate Payment 

Effective April 5, 2001, the total annual DisproportionateShare Hospital (DSH)payments to all qualifying 
hospitals (acute care, inpatient psychiatric, rehabilitativeand border city), a:s calculated per Section #2 of 
Attachment 4.19-A, is capped ata maximum annual total of $2,745,367. Thismaximum annual DSH total 
docs not include the additional DSH amounts payable toArkansas State Operated Psychiatric Hospitals and 
Arkansas state Operated TeachingHospitals as identified in th~sSection. The DSH payment to each 
qualifyinghospital will be reduced proportionatelytheiftotal ofthe individual hospitalDSH payable amounts 
exceeds the annual $2,745,367 maximum. 

EffectiveApril 5 ,  2001, the Arkansas state OperatedPsychiatric Hospitals shall qualify to receive an 
additional DSH amount. Arkansas State Operated PsychiatricHospitalsare classified as a separate classgroup 
for DSH purposes. The Medicaid DSH definition of a State Operated PsychiatricHospital is a psychiatric 
hospital thathas in effectan agreement to participate in Medicaid as an inpatientpsychiatric hospital and is 
operated bythe state of Arkansas. The additional payable amount is the differencebetween the annualState 
DSH maximum amount for psychiatric hospitals (Federalplus state Share)and the DSII payable amountsto 
all psychiatric hospitals as calculated per Section#2 of attachment 4.19-A. The State Operated Psychiatric 
Hospitals must  qualify under either the Medicaid inpatient utilization rate or low-Income utilization rate 
methods and must meetallotherrequirements of Section tF2 in ordertoreceive the additional DSH 
reimbursement. The State DSH maximum amount for psychiatric hospitals is identified annually by the 
Centers for Medicare snd Medicaid Services (CMS) and is included in thg federally (CMS) determined 
annual State DSH allotment. If qualified, the State operated Psychiatric Hospitalsare reimbursed both the 
DSH amount as calculatedperSection #2 plus theadditional DSH amount. Arkansas State Operated 
Psychiatric Hospitals are providedthe same mechanism to appeal theiradditional DSH payment eligibility 
and/or rateas is identified in Section #2. 

Effective April5,200 1, the Arkansas State Operated TeachingHospitals shall qualifyto receive an additional 
DSH amount. Arkansas State Operated Teaching Hospitalsare classified as a separate class goup for DSH 
purposes. Theadditionalpayable amountis the differencebetween the annualISH allotment amount (Federal 
plus State Share) and the total other DSH payable amounts, including all amounts payable to the State 
OperatedPsychiatricHospitals. The StateOperated teaching Hospitals must qualifyundereitherthe 
Medicaid inpatient utilization requirementsrate or law-income utilization rate methods and meet all 0th~ 
of Section#2 in order to receivethe additional DSR reimbursement The State DSH allotment is identified 
annually by the Centers for Medicare and Medicaid Services (CMS). If qualified the State Operated 
TeachingHospitalsare reimbursed both the DSH amountas calculatedp a  Section #2 plus thc additionalDSH 
amount. Arkansas State Operated Teaching Hospitals are provided the same mechanism to appeal & ~ r  
additional DSH payment eligibilityand/or rate is identified in Section #2. 

TOTAL P.08 


